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ABSTRACT 



Extensive testing data from federal, state, and private 
sources indicate that Indiana students underperform their peers m most ocher 
states. Contrary to conventional wisdom, the shortcomings of Indiana students 
relative to students elsewhere are most severe among students from middle- 
and upper-income families. Forty percent of 3rd-graders, 52 percent of 6th 
graders, 44 percent of 8th graders, and 43 percent of 10th graders failed to 
demonstrate mastery of the Indiana Statewide Testing for Education Progress 
in 1999. Fifteen states and the District of Columbia have a higher percentage 
of students who take the SAT, yet only five states score lower than Indiana. 
The data are similar for the ACT. Thirty states have a higher percentage of 
students who take the test, but only 13 of them have lower average scores. 
Indiana ranks 49th in the nation on the Advanced Placement exams. The report 
concludes Indiana's artificial school-district boundaries have a negative 
impact on education decisions and perceptions in the state. The study 
examines the wide range of "inputs" to determine whether external factors 
explain the poor performance of many students. The report finds no single 
external factor- -class size, level of teacher salary or experience, 
geographic location, etc. --that adequately explains school and student 
performance variations. The problems are inside the state's current public 
education system. Contains 33 references. (DFR) 
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KEY FINDINGS 



• Indiana's education system is on shaky ground . Extensive testing data from 
federal , state, and private sources indicate that Indiana students in every 
demographic category underperform their peers in most other states . Contrary 
to conventional wisdom, the shortcomings of Indiana students relative to students 
elsewhere are most severe among students from middle - and upper-income 
families . Our educational problems are not limited to poor, urban areas . Our 
educational problems are not someone else’s problems . They require the 
attention of all of Indiana's citizens . 

• /n the heydey of Indiana's agrarian and industrial past, an average education 
was good enough . What Indiana lacked in a highly trained workforce , it made 
up in rich land, proximity to raw materials, and a fine transportation 
infrastructure . With even a substandard K-12 education, a person could 
land a job that paid decent wages. In today's knowledge economy, none of 
that remains true . 

• A snapshot of the data begins to put the problem in perspective . Forty percent 
of our 3rd graders, 52% of our 6th graders , 44% of our 8th graders , and43% 
of our I Oth graders failed to demonstrate mastery of the ISTEP+ this year. 
The l Oth grade test , also used as a Qualifying Graduation Exam, is based on 
9th grade standards. 

• Fifteen states and the District of Columbia have a higher percentage of students 
that take the SAT, yet only five states score lower than Indiana. On another 
college entrance exam, the ACT, the data is similar. Thirty states have a 
higher percentage of students that take the test but only 13 of them have lower 
average scores. We rank 49th in the nation on the Advanced Placement (A P) 
exams . 

• American taxpayers invest heavily in public education , and Indiana taxpayers 
invest at higher rates than most Americans . Hoosiers devote about $7.7 billion 
per school year to education at the K-12 level, and this commitment has been 
rising at well above the U.S. average rate of increase for a bng time. 

• Using the most basic calculation, the people of Indiana spend about $83,000 
per graduate on the state's K-12 school system. The basic calculation is largely 
meaningless , however, since it does not include the investment lost on school 
dropouts and on graduates who fail to perform at expected levels. When the 
lost investment in dropouts is considered, the cost rises to $96,000 per 
graduate, and when the investment in unprepared graduates is considered, 
the real cost rises to $137,000 per prepared graduate. 
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After 1996, total 
expenditures 
per pupil in 
Indiana have 
risen by an 
average of 6.3% 
per year, or 
almost three 
times the rate of 
inflation. 



• Costs will increase substantially in the coming decade. Based on enrollment 
projections and assuming that dropout rates and underperformance continue 
unchecked , the taxpayers of Indiana will spend $ 1 20,000 per graduate and 
$193,000 per prepared graduate by 2009. 

• Indiana pays its teachers better than most states and it has hired more and 
more of them , even as enrollment numbers for the state have dropped from 
three decades ago. Pupil-teacher ratios have dropped as a result, from 23 
students per teacher in 1 974 to roughly 1 7 students per teacher today. 

• Indiana's artificial school-district boundaries — which coincide neither with town 
or genuine community boundaries nor with meaningful economic areas — have 
a very negative impact on education decisions and perceptions in the state. 
Suburban flight is a severe problem in Indiana as parents flee to the false comforts 
of u better” school districts, exacerbating income and race divisions. 

• Rather than fixing Indiana’s worst schools and school districts , the current 
system unintentionally ignores and isolates them. Ultimately , however, 
education failure cannot be isolated and it must not be ignored. The poor 
performance of one school district drags down the economic prospects and social 
cohesion of the region around it. 



• This study examines the a wide range of “ inputs ” to determine whether such 
external factors truly explain the poor performance of many Indiana students — 
as defenders of the s tatus quo would have us believe . We find no single “ input ” 
or external factor — class size, level of teacher salary or experience, geographic 
location, etc. — that adequately explains the variation in school and student 
performance. The problems are inside Indiana’s current public education system. 
No amount of tinkering at the margins of that system will bring about genuine 
improvement. 



How well are Indiana's public schools doing? 

How well are Indiana’s public schools doing? Most Hoosiers cannot answer 
that question. Sure, they pick up small pieces of the answer in occasional 
newspaper headlines, when Scholastic Assessment Test (SAT) and Indiana 
Statewide Testing for Educational Progress (ISTEP+) results are made public. 
The numbers go up a few points one year and down a few points the next. 
But up a few and down a few does not tell a meaningful story. Test scores are 
snapshots that show part of a moving picture. To answer the question about 
how Indiana’s public schools are doing requires putting a wide range of 
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snapshots together and viewing them over time. That’s a difficult task, but 
it must be done. 



The process of determining how schools perform 
tells us much about why schools perform the way 
that they do. Education systems are not static. 
When Indiana’s pioneers came across the 
Alleghenies, they did not find a landscape dotted 
with enormous high school campuses and shining 
new elementary schools all organized into 
consolidated districts. 

Schools are human inventions. Like other 
inventions, our schools have been tinkered with 
here and adjusted there. The first 150 years of 
Hoosier education brought considerable 
evolution and, since 1974, change has come even 
more quickly. The front doors to our schools look 
pretty much the same as they always have, but 
the education system as a whole — how we teach, 
what we teach, how we teach to teach, what we 
spend, and who gets to spend — has undergone 
many changes. Like other inventions, schools 
cost money. They are an investment, intended 
to produce positive returns. In this report, we 
will examine both the education investment and 
the education returns in Indiana. 



Chart 1 

1994-95 K-12 Spending by 
purpose, U.S. vs. Indiana 
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Services 
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Indiana 



Enterprise 
Operations*^ 
0.0% 




Source: U.S. Department of Education. 
Hudson Institute. 



The Price of Commitment 



Commitment to our children means commitment to 
education, which in turn requires a financial investment. 
If that is the case, then Americans — and Hoosiers in 
particular — should congratulate themselves. In 1998, 
Americans spent $740 billion on education and training, 
making that industry second only to health care in total 
expenditures. 1 This amount is fully 8% of America’s Gross 
Domestic Product (GDP). We spend more than one-and- 
a-half times as much on education as we do on Social 
Security and twice as much as we do on defense. We spend 
more on education in the USA than the value of the entire 
economies of Canada or Spain. 



Table 1 



Change in Per Pupil Spending, 
1985-86 to 1995-96 


Indiana 


34% 


Illinois 


17% 


Iowa 


14% 


Kentucky 


52% 


Michigan 


24% 


Minnesota 


9% 


Missouri 


25% 


Ohio 


22% 


Wisconsin 


22% 


U.S. 


15% 



Source: U.S. Department of Education. Figures 
based on lastest available data. All figures in 
inflation-adjusted dollars. 
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Despite a decline 
in total 
enrollment in 
Indiana public 
schools since the 
1970-71 school 
year, the number 
of teachers in 
Indiana schools 
has risen since 
that time. The 
result has been a 
nearly 40% 
increase in the 
total amount 
Indiana pays its 
teachers. 
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Chart 2 




Source: U.S. Department of Education. 
Hudson Institute. 

All figures in inflation-adjusted dollars. 



Indiana spends even more generously on education than most U.S. states. 
Total expenditures on education in Indiana during the 1999 fiscal year were 
more than $7.7 billion. That works out to approximately $7,800 per student. 

We do not point this number out to say that Indiana spends too much on 
education. The following pages discuss education spending from a variety of 
different perspectives. Never are these numbers intended to prove that we 
devote too many resources to our schools. This section of the chapter is 
meant to show that we spend a considerable amount. 

The larger point is that education is about outcomes, about what students 
learn. How much we spend in this area or how fast expenditures have risen 
in that area cannot prove whether we spend too much or too little. The 
results of our efforts, what our students learn, determine whether we have 
invested wisely in our children’s future. 
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